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THE MULTINATIONAL CORPORATION* David 
New York: Development and Resources Corporation, 1960. pp. 


Many large and even medium-sized American corporations are 
already operating other countries. Such corporations which have 
their home one country but which operate and live under the laws 
and customs other countries would like define here 
corporations. 

The business activity these multinational corporations almost 
certain increase even more rapidly the future, not only for 
American firms but also for those almost all the other industrial- 
ized nations. 

For this reason, the special managerial problems multinational 
corporations logically must occupy significant place the education 
the young men today who will become corporate managers 
the years come. 

This what attempting do: present the practical 
notions have developed the course for 
managing large-scale enterprises, more specifically head 
national Western corporation working Asia, South America and 
Africa. 

The most serious problems confronting the multinational corpora- 
tion are those pertaining its relations with governments. 

Such firms must learn live not only with two more different 


*Adapted from paper prepared for symposium, “Management and 
Corporations, 1985,” the Carnegie Institute Technology, April 1960, 
published book form McGraw-Hill Book Co., Inc. 1960, 
Graw-Hill Book Co., Inc. 


and chief executive officer the Development and Resources 
Corporation. 
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national governments, but also with regional associations, blocs 
such the Common Market and Outer Seven. 

The painful period the transition the long period which 
the individual member countries continue with earlier vigor 
sovereignties, and the supranational authority growing, often un- 
evenly, with fast starts and then set-backs and new starts. 

The corporate manager will face the difficult problem under- 
standing and complying with the requirements the foreign country 
which has established his enterprise. These requirements may 
many times involved and onerous those imposed his home 
country. 

and his compeers must maintain constant liaison with ministries 
the government governments under whose laws they operate. 
More than this, they must also maintain contact with the international 
bodies which public life parallel their private ventures. 

The American business executive who thinks his own govern- 
ment ubiquitous will surprised how pervasive relations with 
governments abroad can be. 

Taxation central problem for the business executive. Perhaps 
first importance that tax laws almost invariably differentiate 
between domestic and foreign corporations, generally the advan- 
tage the domestic corporations. 

all those countries anxious for capital and development, to- 
day’s keynote the offering incentives capital. Tax concessions 
are first and foremost. varying degrees, all these “incentive” laws 
also contain but not publicized serious hindrances foreign 
business. These have analyzed and realistically weighed. 

Since multinational corporations are often the principal benefi- 
ciaries these incentives, the result can wave feeling similar 
the old hostility towards colonial power. 

Among the many “counter-incentives” are discriminatory scrutiny 
officers collecting such taxes are imposed, and the inexperience 
government departments new country. profligate listen 
the blandishment incentives enter country without planning 
for the consequence after the incentives disappear. 

The American corporation which goes abroad may not only run 
into foreign antitrust laws, but may also run head-on into its own 
antitrust laws, for our antitrust laws apply restraints from abroad 
the foreign commerce the United States. 

Exposure the governmental not the public eye will mul- 
tiplied for the multinational corporation. There will even insatiable 
demands for information and disclosure the governments under 
and with which they live. 

The corporate manager overseas must not content master 
the intricacies government’s tax law. must also study the 
political forces which shaped that law and which may modify 
even strike from the books tomorrow. 


The manager the multinational corporation tomorrow should 
watch with great care the internationalizing effects economic 
change. Management will come have not only international 
corporate personnel and body customers, but also stockholders 
multinational composition. collective bargaining contract for 


world-wide operations may the job corporate vice president 
for industrial relations the 


the less-developed countries, the foreign manager must honest- 
seek work himself out his job. must strive hasten the day 
when can turn his desk over man local citizenship. 


Administrative ability not enough; these overseas managers 
must have something the understanding diverse cultures which 
has long been the hallmark competent foreign ministry corps. 


Language facility convenient symbol for the education 
need order communicate with peoples other countries 
which the multinational corporation resides. use the term 
imply the wider, more meaningful art trying understand the 


ways, the thoughts, and the whole culture the people who speak 
another tongue. 


need teach foreign things they were longer foreign. 
The language, the culture, the aspirations all the peoples the 
world should become part and parcel the education our people. 


The overseas manager will sometimes find there not even 
token recognition the rules the game has learned them. The 
officials the country where operating may have little idea that 
one corporation can own another, real understanding the nature 
property ownership shares stock, etc. 


gather required information abroad undeveloped area 
frequently almost impossible. The published information our De- 
partment Commerce typically too general answer specific busi- 
ness purposes. new industry must grow engage fact-gather- 


ing every level, and the reporting these facts with clarity and 
speed. 


One task the multinational corporation will secure the 
benefits centralized effort and understanding while engaged 
separate ventures the different countries. For example, technology 
least, centralized applied research usually desirable. 


Learning business competition with the Soviet bloc and 
especially within the Soviet bloc will present very special challenges 
the managers the Western multinational corporation. 


Multinational business thus another facet internationalization. 
The ultimate prize peace and not merely sterile 
ence” which the peoples the world may devote themselves 
wholly the useful arts and not the destructive, the interests 
the betterment man and his lot. 


S.- SOVIET TRADE: FACTS FOR THE BUSINESSMAN’S 
APPRAISAL* 


Cleveland: Trade Research Associates, 1960. 230 pp. (Chapter 
Internal Trade Structure, pp. 45-52. Chapter External Trade Struc- 
ture, pp. 53-75. Chapter 17, Case #1, Robert Castle, pp. 208-212.) 
$18.50. 


Editor’s Note: This report was prepared eight graduate students 
partial fulfillment the requirements course Manufacturing 
the Harvard Graduate School Business Administration. The 
authors state the Foreword: “Our purpose not explore the 
political implications trade, and similarly, not 
our intent either encourage discourage trade between the United 
States and the Sovet Union. Rather, our purpose provide basic, 
factual information which believe will useful American busi- 
nessmen their investigations potential trade opportunities with 
the Soviet Union.” 


Internal Trade Structure 


The internal trade structure the Soviet Union complex 
overlay several separate trade systems which provide wholesale, 
retail, and administrative services local, Republic, and Union levels. 
Soviet internal trade directed and planned, and expected satis- 
both long and short-range objectives allocation goods areas 
short supply, areas requiring specialized services, and areas where 
workers require special compensation reward. 

Within the Soviet Union, three major trade systems are recognized. 
The first, the State Trade System, the most important and also the 
most complicated. comprised five subdivisions, sub-systems, 
and designed provide controlled trade activity specific sectors 
the Soviet economy. The State System operates Union, Republic, 
and local levels, but selects the type activity each level meet 
the demand for the product being traded. Wholesale distribution and 
warehousing carried for the most part Union and Republic 
levels, while retailing concentrated the local level. 

The second major trade system, Cooperative Trade, established 
the same general framework the State Trade System. operates 
all three levels, but concentrates more heavily production and 
retailing the local level. 


The last major trade system, the collective farm market (or 
kolkhoz market), operates almost exclusively the local 
Trade the Soviet Union, like all Soviet functions, based 


*By William Campbell, John Dittrich, James Hesburgh, George 
Menkick, Thomas Muchisky, Derek Niblo, Scott Shaw, and John 
Wilson, Jr. 


single economic plan (the Gosplan). The trade plan coordinated 


with industrial planning, consumer industry planning, and agricultural 
planning. 


External Trade Structure 


The Soviet trading system differs from others three basic areas: 
(1) Soviet foreign trade operated and administered solely State 
agencies; (2) Soviet foreign trade only part integrated na- 
tional economic plan; and (3) Soviet foreign trade 
economic planning are under the direction government controlled 
the Communist Party. Obviously, the Soviet State cannot control 
the terms and conditions foreign trade the same degree that 
can control Soviet internal economic activities. Consequently, the 
Soviet Union has attempted insulate the producing and consuming 
activities from foreign trade involvement establishing State agencies 
conduct foreign trade their own names under State supervision. 
this manner, the Soviets have been able achieve relatively high 
flexibility adapting their trading methods the international com- 
mercial and legal environment within which they function. 

view the above, the American businessman contemplating 
Soviet trade will trading radically different environment from 
normal capitalist operations. 

All Soviet foreign trade was nationalized April 22, 1918, 
thereby vesting the State with sole right conduct such trade. the 
nationalization decree, the Ministry Foreign Trade was appointed 
administer the state monopoly. 

administer the trading with foreign countries, the Ministry 
Foreign Trade has established structure state trading organizations 
(Combines). Each Combine authorized special charter oper- 
ate one clearly defined area foreign trade. list the twenty- 
eight Combines existing May 1960 provided Exhibit this 
report. The name, address, and commodity handled specified for 
each Combine. 

The Combines’ operations are part the Soviet over-all economic 
plan and hence have operating targets, fund allocations, and other 
controls exercised over them. Their annual net profit remitted 
the State State income. 

Also controlled the Ministry Foreign Trade the All-Union 
Chamber Commerce. Its functions are not those the line relation- 
ship exercised the Combines but relate more staff function. 

Trade Delegations represent the Soviet Union countries with 
which the Soviets have established trade agreements. Soviet Trade 
Delegation component the Soviet diplomatic corps abroad and 
has virtually unrestricted power negotiate trade contracts with 
foreign firms the name any Soviet Combine. Due the absence 
trade agreement with the United States, the Soviet Union has 


n 


established American corporation, Amtorg, carry out trading 
functions, place Trade Delegation. 

Amtorg Trading Corporation New York import-export firm 
which presently processes approximately fifty per cent the total 
dollar volume trade between the United States and the Soviet Union, 

order obtain information concerning Amtorg’s operations, 
the authors interviewed Amtorg’s Chief Economist November 11, 
1959. described him, “Amtorg private corporation 
which operates commission basis for the goods that handles. 
financially independent the Soviet Union and sustained its 
own profits. Amtorg’s operations are not directed the Soviet 
Government, and Amtorg’s personnel are not selected and appointed 
the Soviet Government.” 


the opinion the authors, however, does not appear reason- 
able that the Soviet Government allows Amtorg operate 
independent and uncontrolled unit, for two reasons. First, the United 
States does not allow the Soviet Union maintain trade delegation 
this country, since trade agreement exists between the two coun- 
tries. Therefore, Amtorg the only trade agency the United States 
over which the Soviet Union has (in terms stock ownership). 
second factor the involvement the firm and the firm’s 
officials subversive activities. 


final activity Amtorg which prime importance Ameri- 
can businessmen concerns Amtorg’s legal requirements file certain 


documents with the Department Justice every six months. Such 
data public information and thereby available for public examina- 
tion the Registration Section, Department Justice, Washington, 


effect Amtorg required provide the general public with the 
names and addresses all American foreign firms with which 
does business, and further required provide the general public 
with information describing: (1) the kind goods traded (2) the 
dollar value the transactions, and (3) the date the transactions. 


summary, Soviet foreign trade integral part the national 
economic plan and serves aid the Soviet Union attaining the 
over-all plan’s goals. Exporting considered necessary only obtain 
foreign currency required for import payments rather than something 
beneficial and itself. Imports are generally limited items which 
cannot manufactured within the Soviet Union would prove 
costly inappropriate manufacture. Due the Soviet’s increasing 
activity the field foreign trade, the businessman should not limit 
his thinking economic factors when evaluating Soviet participation 
world trade, but also should think political and other factors. 
the July 1959 issue The Magazine Wall Street, Premier 
Khrushchev was quoted saying, value trade least for economic 
reasons and most for political purposes.” 


= 


Case Robert Castle Exclusive United States Distributor for the 
Soviet Automobile “Moskvitch.” 


Mr. Castle successful businessman who owns and manages 
Ford dealership Herkimer, New York, and two foreign car dealer- 
ships Syracuse, New York. 


During 1957, Mr. Castle recognized that the distributorships for 
most standard foreign automobiles had been franchised his area. 
later date, was advised that the Soviet Union was considering the 
exportation automobiles. order follow this lead, auto- 
mobile was contacted Amsterdam, Holland; this firm was im- 
porting automobiles from the Soviet Union, and they turn relayed 
the correspondence Soviet Foreign Trade Organiza- 
tion (Combine) Moscow. Within few months, Mr. Castle was 
contacted representatives the Amtorg Trading Corporation. 
this time was offered regional distributorship for the 
the smallest four automobiles produced the Soviet Union. 


Soon after Mr. Castle was initially contacted the Amtorg 
Trading Corporation, contract negotiations commenced. Negotiations 
continued for period eighteen months, after which time Mr. Castle 
decided visit the trade Combine officials Moscow personally.* 
Mr. Castle attributes his success obtaining the contract the fact 
that had the initiative make trip the Soviet Union discuss 
the matter personally with officials. 


Mr. Castle stated that did not contact the United States Gov- 
ernment any time during his negotiations. There legal re- 
quirement for importer Soviet goods notify the government 
advance receipt the goods. Exporters goods the Soviet Union 
must course contact the Department Commerce when applying 
for export license. 


Mr. Castle stated that his motives are purely capitalistic; 
make satisfactory return his investment time, money, and effort. 


*While Moscow, Mr. Castle was offered the exclusive United States 
distributorship for the and the first rights the exclusive dealer- 
ship for any other Soviet automobile that might imported later date. 


HOW AMERICAN BUSINESSMEN ABROAD VIEW THE 
COMMUNIST ECONOMIC OFFENSIVE 


Washington, International Relations Depariment, Chamber 
Commerce the U.S., May 1960. pp. 


How significant American interests the Sino-Soviet trade and 
aid offensive? effort find some answers this question, the 
National Chamber recently conducted its fourth overseas survey 


problems facing American foreign policy. 

The Americans who filled out the questionnaire were requested 
express their views only subjects they felt competent report 
on, and skip those which they considered themselves better 
informed than they were residing the United States. 

Four major points are emphasized the findings: 

The communist economic offensive worldwide scope but 
modest size, though the intensity communist activity varies 
widely according local and international conditions. 

The offensive has had relatively small direct impact 
American business thus far, but communist economic competition, 
combined with political and ideological penetration, increasing. 

The communist economic-political drive abroad growing 
and potentially serious threat free world commercial and political 
interests. 

American business can help offset the threat contributing 
free world economic progress and security through intelligent 
participation the opportunities trade and private foreign invest- 
ment. 

regional basis communist economic activity 
pronounced Europe, concentrating select number lesser 
developed countries, especially the Near East, South Asia, and the 
Far East. 

The methods used the communist bloc develop trade may 
vary from country country, but seem include great reliance 
trade missions, participation trade fairs, and favorable credit 
terms. 

careful review the many comments made suggests that both 
economic and political motives are operative the communist offen- 
sive abroad. Economic considerations may predominate one 
political another. 

Communist penetration labor groups was repeatedly under- 
scored, especially the replies from Latin America, number 
European countries, and Japan. 

Asked indicate the forms competition the communist bloc 
offered business, respondents put “price” the head the list, 
followed “credit terms,” then “currency arrangements” and “de- 
livery schedule.” 

While generally viewing the communist offensive abroad 
potentially serious danger, many respondents indicated that the of- 
fensive was not invulnerable but suffered from numerous weaknesses: 
red tape, inferior goods, etc. 


THE ROLE THE INTERNATIONAL MONETARY FUND 
PROMOTING PRICE STABILITY* Walter 


International Monetary Fund Staff Papers, Vol. No. April 1960, 
pp. 319-326. 


all know, national economies are linked one another 
their exchange rates and the complex international transactions 
goods, services, transfers, and financial claims which are carried 
those rates exchange. 

The International Monetary Fund has one its major ob- 
jectives the elimination exchange restrictions that are due balance 
payments reasons. Its objective world relatively stable curren- 


cies which payments for current transactions are, with few excep- 
tions, unrestricted. 


such world, countries must broadly keep abreast one 
another their price developments. Any country indulging inflation 
itself will hauled short balance payments deficit. The 
Fund equipped with large financial resources assist members that 
are balance payments difficulties. 


But the assistance designed temporary. Its purpose 
tide member over abnormal situation that will presently disappear. 
When balance payments deficits occur result uneven monetary 
expansion among member countries, for other causes, the Fund does 


*One papers presented for the Round Table Inflation Elsinore, 
Denmark. All papers, together with summary discussions that took place, 
are published Macmillan and Co. The views expressed are entirely 


Mr. Gardner’s, and have not been passed upon any way the Executive 
Board the Fund. 


Director Department Research and Statistics, International 
Monetary Fund. 


1 
a 


not merely finance the deficit marries its aid corrective measures 
designed ensure that the deficit will temporary. 


During the 1950’s, the world’s balance payments picture has 
basically changed, and the Fund’s type short-term aid married 
corrective measures has come the chief form reserve-supple- 
mentary assistance. 


Within areas relatively free competition the basis stable 
exchange rates, there are governments and central banking systems 
varying degrees power and effectiveness. The demands the public 
beat upon them for greater expenditures and more credit for host 
worthy purposes. Each pressure group convinced that can better 
its own well-being its demand granted. Hence, nothing more 
difficult than gain general public acceptance the degree credit 
firmness restraint public finance that may necessary avoid the 
wastes inflation. 


country faced with balance payments deficit because 
inflation, resort that nation the Fund may heighten the impact 
the public the problem’s seriousness. The simple fact that the Fund 
must repaid within short period years itself clear evidence that 
the situation must corrected. anything further required 
strengthen the hands those who are striving maintain orderly 
price system home, will supplied the necessity demon- 
strating the Fund that effective corrective measures are fact being 
instituted. 


The Fund takes care the immediate balance payments situa- 
tion, but such way help the domestic monetary authorities 
what advantageous and necessary home. 


should not, however, wish leave you with the impression that 
the Fund any less concerned about curbing contractionary develop- 
ments should they threaten become serious. has already acted 
substantial scale prevent incipient breakdowns confidence from 
developing and spreading from country country. 


TWO NEW PLANS FOR MONETARY STABILITY Jack Bame 


The Magazine Wall Street, Vol. 106, No. July 16, 1960, pp. 464- 
467, 492, 494. 


basic steps have been taken ensure monetary stability and 
eliminate the hazards inherent using gold the backing for cur- 
rency. 


However, two advocates money stability, both internationally 
known and respected monetary experts, have come with new 


programs promote national and international stability, and each 
merits deep consideration. 


Dr. Milton Friedman, the University Chicago, advocate 
greater reliance the market mechanism, general, with min- 
imum government interference, both the domestic and global 
levels. 

Dr. Robert Triffin, Yale University, proponent the use 
supra-national authorities “manage” internationalized currency re- 
serves. advocates the creation the equivalent World Central 
Bank means for achieving expanded international trade and 
stable financial system. 

His ideas are receiving the widest attention, was the leading 
architect the European Payments Union, which was one the prime 
factors behind the post-World War European recovery. 

Professor Triffin bases his thinking the need for new 
global system for international payments the premise: 

That gold has “long ceased provide adequate amounts 
international liquidity for expanding world economy” and 

“That since the maintenance adequate reserve levels will 
continue depend the growth foreign exchange reserves 
situation has been created that cannot fail increase further and 
further the vulnerability the world’s monetary system the na- 
tional currencies used reserve media the dollar] which, just 
not, will depend shifts confidence the currency any na- 
tion. repetition 1931, (the collapse sterling and the ensuing 
international financial panic) would, some point, become well- 
nigh unavoidable.” 

Triffin concentrates the maintenance adequate reserve 
levels, not dependent primarily upon new gold supply and undue ex- 


pansion short term indebtedness, which puts unnecessary pressure 
the key currency countries. 


proposes the internationalizing current International Mone- 
tary Fund balances all member countries. The lending capacity 
the Fund would subsequently depend normal accumulation 
members part their monetary reserves the form IMF bal- 
ances, “as fully and internationally usable gold itself.” 


essence, extension into the international field the 
essential principle underlying all national banking systems. The reserve 
balances built creditor countries would utilized extend 
credit others, while not reducing the liquidity the creditor 
countries’ accounts, since balances could any time used effect 
payments anywhere, with guaranteed interconvertibility. 

The basic premise around which Dr. Friedman’s thought revolves 
confidence and respect for the free market mechanism, private 
initiative and enterprise. 


The main objections his proposals are that they seem 
based rather unrealistic appraisal the present world situation, 
and his view that the free market will “do the job” best, other 


lly 


things being equal which they are not. Money management here 
stay, and key country cannot afford risk depending “free” 
supply and demand forces, while other countries plan manipulate 
the same markets, thus negating any possible condition “normalcy.” 


Among other things, the Friedman program calls for the adoption 
variable exchange rates, determined market forces. Along with 
this, would have the stop its present policy buying and 
selling gold, based the $35 per ounce fixed price and allow the gold 
price set the world’s free markets. 

Most Dr. Friedman’s many proposals are concerned with 
technical domestic banking procedures and 100 per cent reserve 
system for commercial banks. 


THE INDIVIDUAL MASS CULTURE George Gerbner* 
Saturday Review, Vol. 43, No. 25, June 18, 1960, pp. 11-13, 36-37. 


Mass culture today has absorbed and utilized previously existing 
forms and functions high and folk and class culture, developed new 
forms its own, and transformed the whole into historically new 
phenomenon. 


nation now devote more time the consumption 
mass-produced communications than paid work, play, any- 
thing except sleep (and the “late show” cutting into that, too). 


Communication unique especially its symbolic representation 
and re-creation the human condition. This symbolic representation 
and re-creation whether call news, information, entertain- 
ment the heart popular culture. 


the sphere private enterprise, corporate headquarters issues 
series battle orders; army popularity engineers prepares 
compelling messages designed make the public want what will 
get. Then vivid images life roll out the “dream factories,” 
produced exacting specifications sell the public what wants. 


Mass culture mass-production popular-culture commodities 
and their rapid instantaneous distribution widely dispersed, 
heterogeneous audiences. Inherent the centralization, speed, and 
scope mass culture are some basic transformations affecting our 
view time, space, life, and the social process. 

Time has been compressed, chopped into fragments, and tele- 
scoped into the present. Instead the slow filtering down process, 
have the almost simultaneous introduction ideas and products 
all levels society. The distant and strange become familiar and 


*Associate professor the Institute Communications Research, Univer- 
sity 


the commonplace; space becomes flexible, and the flow 
influence appears lateral because everybody can exposed the 
same sources. 

The individual’s symbolic environment unquestionably enriched. 
Mass culture has helped shape the modern, highly responsive self- 
system. This the style life partially characterized David 
Riesman “other-directed.” other words, mass culture has 
enabled people “‘to ‘see’ the other fellow’s situation more readily 
Daniel Lerner wrote. 

There relatively little controversy about the observations 
above. But what call the “silver lining” school thought among 
students popular culture goes beyond these observations. goes 
chastise “disappointed intellectuals” for lamenting the failure 
cultural millennium follow material abundance; calls atten- 
tion the achievements our consumer-oriented society “comfort 
and fun,” including achievement the new human right “the 
right constantly entertained.” claims that whatever wrong 
with mass culture just the price pay for all that right 


Those who have their eyes fixed the cloud rather than the 
silver lining present very different diagnosis. They assert that 
obscuring and distorting the structure social relations, mass cul- 
ture isolates man from society and robs him his sense produc- 
tive usefulness others. consumer may accept reject what 
offered but can only come terms and never grips with the 
structure his society. 


The image the human condition reflected the selective 
mirror mass culture defies full moral comprehension; can 
grasped only terms the privileges the market place, purely 
private rewards the moment, dangerously divorced from the world 
crying needs with which the present market structure cannot 
effectively connect. 


The charge the critics is, brief, that for all its attractions 
and private satisfactions, our mass culture does not link the individual 
that real world existence which can become autonomous 
person, which can base his direction awareness the 
existing structure his relations others, which can find the 
representations and points view necessary judge and change 
reality the light human values. 

Modern man, suggests Allen Wheelis “The Quest for Identity,” 
has become more sensitive hidden motivations himself and 
others; has know which way every wind blows because his own 
compass and rudder his own coherent sense self deficient. 

Social research communications and popular culture has amply 
demonstrated that long-run consequences, remote satisfactions, public 
rewards, generalized social benefits whatever survival value make 


cash registers jingle only they can shown relieve felt in- 
dividual want, fear, anxiety. 

Studies have indicated that any market appeal “the more 
successful the more ‘on the consumer’s But other 
group society will the appearance someone ‘who side’ 

this context, Appeal Elvis” seen multimillion- 
dollar response the adolescent’s need “resonate” with something 
our civilization, “in tune with” something the world. 

Researchers conclude “Presley’s songs, all one way another, 
express the theme (a) ‘respond totally allow respond 
(c) can tell off the world feel like 

the cozy embrace mass-market culture, young people are 
least likely find the choice the citizen: “Reflect upon your 
world you like, and, concert with others, change it.” 

The dominant market orientation mass culture limits its major 
functions cashing the status quo and merchandising such 
gratifications can profitably cultivated under the circumstances. 

Careful studies students’ attitudes show that their goals 
life are couched almost entirely terms self-reference such 
personal amusement, consumption, and diversion. Such individual 
cannot think Descartes’ sense critical reflection; can only 
salivate clues that evoke his “internal stirrings”; can “resonate” 


but not reason. There, the grace mass culture, goes challenge 
all us. 


For better for worse, this will the last ina series 
three center spreads devoted this country's balance 
payments 

Last time considerable space was given discuss the 
relation international interest rate fluctuations 
the amount gold leaving the U.S. Relevant that ques- 


tion Regulation Q., issued the Board Governors 
the Federal Reserve System. 

explanation this regulation occurs the April 
1960 First National City Bank Monthly Letter (Business and 
Economic Conditions), 44: 

Regulation provides limits 2%, and per cent 
the rates interest member banks the Federal Reserve 
System are allowed pay time and savings accounts. 
"Thus denies banks freedom compete for interest- 
bearing accounts and share, fully they can afford, 
the benefits higher interest earnings with depositors." 

The Monthly Letter continued pointing out that the 
regulation hurts those banks that want competitive 
and expand the economy, i.e., commercial banks. This 
because the development our financial structure so- 
called non-bank financial intermediaries, such savings 
and loan associations, mutual savings banks, and credit 
unions. These are free from Regulation 

opinion, the relevance this situation our 
payments problem seems this, least: (1) the fact 
that maximum interest rate per cent placed the 


time and savings accounts our commercial banks 
tainly not positive inducement for foreigners leave 
their dollars this country; (2) the fact that Regulation 
singles out for competitive disadvantage the commercial 
banks which are the important credit source for busi- 
ness definitely not stimulus for this nation more 
competitive world markets. 


Last year, notes the Monthiy Letter (p. 47), there wasa 
decrease $445 million time and demand deposits 
foreigners. And this drop occurred time when total 
liquid assets held foreigners were increasing rapidly. 
This paradox was attributed largely Regulation 


The Philadelphia Bank 


You may recall that the last center spread drew at- 
tention the opinion the Philadelphia Reserve Bank that 
international fluctuations interest rates would have 
negligible effect our gold outflow. then followed the 
Bank's opinion with two examples drawn from past experience 
which opposed that view. Soon after our August issue was 
published, attention was drawn article the July 
25th New York Times (p. "Balance Payments," Edward 
Collins, who also discussed the opinion the Phila- 
delphia Reserve Bank. 


stated, "The authors this article the Phila- 
delphia are men who are position know whereof 
they speak. ...Unfortunately, however, they leave unex- 
plained what would seem one rather important fact." 

Mr. Collins went on: 


"This movement gold from U.S.| got under 
way February, 1958, which happens have been the first 
month which the market yield Treasury bills (which 
had averaged 3.23 1957) broke below per cent. Between 
then and the end 1958...the gold loss was close 
$2,800,000,000... 


"These figures may not mean what they seem mean 
first glance. But offer explanation for them 
place low estimate, indeed, the public's familiarity 
with the developments this field over the last half 
decade." 


Early his article, Mr. Collins speculated whether 
complacency has enveloped the payments problem. re- 


marked: "True, the minded, there 
thing almost appalling the fact that while the problem 
and its dangers have been matter active public discus- 
sion now for nearly three years, the gentlemen who drew 
the platform for this year's two national conventions didn't 
even consider the issue important enough mention. That 
this omission was deplorable can hardly denied. But one 
forced conclude that comes under the head simple 
political irresponsibility, which not the same thing 
complacency, employed here." 


About week later, this theme was picked Albert 
Kraus, writing the July 3lst edition The New York 
Times. His article was titled "Gold Restricts Platform 
Goals," 1F. began: "Politicians are inclined dis- 
miss gold something the voters can't eat. Thus, not 
likely that many speeches the subject will made the 
forthcoming Presidential 


continued declaring that neither Presidential 
candidate expected admit that the threat 
renewed outflow monetary gold may prove more important 


influence his actions than the promises the platform 
writers." 


"And yet this threat," said Mr. Kraus, “carrying within 
the spark world economic contraction and the danger 
diminished United States influence abroad, will 
consideration for the man elected President 
For with the bulk the Free World's monetary 
reserves held United States dollars, this country can 
more afford abandon its currency than can abandon 
its military defenses." 


Further Observation 


After remarking that the most serious flight from the 
dollar occurred years when this country's budgetary 
deficit was the largest, Mr. Kraus made this 

"Viewed against realities such these, the conven- 
tional wisdom expressed the platform writers seemed 


curiously anachronistic. The Democrats, for instance, 
wrote: 


first step speeding economic growth, Demo- 
cratic President will put end the present high inter- 
est, tight money policy.'" 


The Times writer reported Senator Kennedy saying; 
President and the Federal Reserve work closely. 
have doubt that any new President would find the Federal 
Reserve pursuing new economic policy." 

Turning the Republican side, Mr. Kraus reported that 
the GOP platform only briefly pledges the full powers 
Government prevent the scourges depression and in- 
flation," and "maintenance stable dollar indis- 
pensable means progress." 

Although worthy sentiment, should remembered 
that some President Eisenhower's lieutenants chafed 
the independence the Federal Reserve, observed Mr. 

concluded asserting: 

"But above all, the major concern the man elected 
President November will foreign policy. And seems 
impossible believe that would deliberately endanger 
his effectiveness this area through unnecessary fight 
with his money managers home." 

think shall finally conclude this payment discus- 
sion quoting bit advice contained the May 1960 
First National City Bank Monthly Letter, 59: 

"As pointed out month ago Professor Arthur Burns 
Columbia, the nation's most distinguished expert busi- 
ness fluctuations, need find fiscal policies, such 
tax reforms, which can check recessions and stimulate cre- 
ative effort and growth without opening the floodgates 
inflation. 

"In world which market mechanisms prices, ex- 
change rates, and interest rates are working once more, 
the long insulation the United States from the discipline 
the balance payments has come end. Today, the 
United States, however richly endowed and productive, can 
longer conduct its domestic financial affairs without 
regard its ability supply goods and services 
petitive prices, maintain interest rates line with 
those the principal markets abroad, and preserve 
feeling complete confidence its currency its own 
people well foreigners." 


Cordially, 


William Falcon, Editor 


POLITICAL PARTICIPATION UNIONS: THE 1960 SITUATION 


Mitchell 
Labor Law Journal, Vol. 11, No. July 1960, pp. 639-645. 


Never before has mankind had the physical capability produc- 
ing abundance for all destruction for all. There future for man- 
kind unless make politics work for the common good all people 
everywhere. This will take the combined political intelligence 
every segment our population. Labor exception. 

Organized labor entered politics for self-preservation. 
are still concerned with bread-and-butter issues, but self-preservation 
now includes international well domestic problems. 


Labor leaders Sam Gompers’ day would have difficulty un- 
derstanding the character American labor’s political role today. 
Their difficulty would stem from the fact that beginning with their 
day, the orientation American unions leaned toward the pragmatic 
and the economic striking contrast the European labor 
movement, which from its very inception has been rooted the 
ideological and the political. 


Until very recently, the economic techniques trade unionism 
the strike, collective bargaining, the union contract were almost 
incidental the political functions most European trade unions. 
Also until recently, the situation America has been precisely the 
reverse, with the political subsidiary the economic. 

Strange may seem today, the AFL officially opposed 
minimum wage, social security, unemployment insurance and similar 
social legislation even recently the early Reliance 
its own economic strength protect and advance its economic 
interests, combined with long distrust government politics, 
represented the underlying principles the American labor move- 
ment prior the politically turbulent Roosevelt era. 

Two developments which emerged during this era are special 
significance the relationship workers and unions politics. 


organization the unorganized into unions their own 
choosing, the principle exclusive bargaining rights for majority 
status unions and the institution collective bargaining became 
objectives national policy. These principles became firmly rooted 
the law the land through passage the Wagner Act and its 
eventual Constitutional endorsement the Supreme Court 1937. 


labor movement, itself substantially the product law and 
politics, could isolate itself from politics, had done the past, 
only extreme peril its own interests. 


was extraordinary growth social legislation under 


*President, Connecticut State Labor Council, AFL CIO. 


New Deal sponsorship. The legislative successes these fields jarred 
even the old AFL from its extreme anti-statist policy. 

was not that the labor movement suddenly looked govern- 
ment accomplish what had once assumed could done 
relying traditional trade union action. The point was that the 
30’s, just today, the broad and complicated economic problems 
that day did not lend themselves solution either through the self- 
adjustment free economy through trade union economic efforts; 
moreover, the intense pressures the times demanded immediate 
and workable solutions. 

The ultimate goal that humanistic society can achieved 
without socialism. 

more recent factor albeit negative quality has 
intensified the importance union alertness politics. The slow but 
certain swing the political pendulum the right the end the 
30’s brought sudden halt the creative social welfare legislative 
processes. The successful “toughening” the Taft-Hartley Act, 
incorporated the labor reform legislation adopted 1959, the 
most recent chapter this continuing campaign. has become, 
essence, matter survival preventing political erosion the 
most basic trade union principles. 

During this past quarter century, labor’s political activity gained 
broader social significance least three respects: 

Through his union’s political and legislative efforts, the 
worker tends support responsible economic policies designed 
stimulate all sectors the economy. His interests are once nar- 
row and broad involving constant interaction between the 
worker and the community. 

Union political action has served effective counter- 
balance the traditionally top-heavy influence business govern- 
ment. Improper not, political pressures exerted business were 
and are oblivious large degree broad community interests. 
Organized business resists vigorously every effort for social and eco- 
nomic advancement, matter how mild how important the 
national even such universal causes public education 
and civil rights. 

Perhaps the most appalling defect American political life 
today the incredibly low level understanding important issues, 
equalled only the low degree citizen participation 
these areas that unions can and make contribution 
extraordinary significance. 

The success failure political action union affected 
wide variety factors. Techniques may help they may hurt. 
there strong political trend, the two Eisenhower elections, 
the impact union political activity substantially minimized. 

Union political action America will, suspect, continue along 
the pattern established the late 30’s and 40’s. That is, shall 


see evolving synthesis the economic with the political effort. 
Politics will not become dominant union policy; but slowly, and with 
certainty, will emerge full-fledged partner union affairs. 


Editor’s Comment: unfortunate that this generally enlight- 
ening article marred and weakened the sweeping statement that 

“Organized business resists vigorously every effort for social and 
economic advancement, matter how mild how important the 


national interest even such universal causes public education and 
civil rights.” 


Only one exception that statement required discredit 
completely. course, there are many 

Statements that are couched universal terms such the one 
above abound not only the labor-management area but other 
fields well. The tendency cast one’s opponent completely 
wrong and oneself the champion all that good. This rarely, 


ever, the case. unfortunate that there are many who either not 
realize honor that fact. 


ACCELERATED REALISATION THE COMMON 
Deutsche Bank Economic Review, No. May June 1960, pp. 1-3. 


The European Economic Commission [key organ Common 
Market] has recently come with the proposal that the Treaty 
Rome should realised accelerated rate. accordance with 
this proposal, all the customs duties and quotas within 
[European Economic Community Common Market] would 
reduced more rapidly and the introduction common external 
customs tariff undertaken earlier date than provided the 
Treaty. 

May not take the frequently recorded assent given this 
proposal gratifying sign readiness set about the realisation 
supra-national economic and some respects also political 
agreement Europe? 


fact which deserves welcomed that the acceleration 
accordance with the proposals combined with the 
reduction the prospective common external tariff. 
Although the general idea that the reduction will only provi- 


*Extracts from the address delivered Hermann Abs the 1960 
annual meeting the Central Association German Chambers Industry 
and Commerce Kassel. 


sional, thereby avoiding any commitment towards [General 
Agreement Tariffs and Trade], the mere prospect that all the 
Governments the countries are all prepared consent 
early reduction customs duties towards third-party countries 
deserves hailed step forward major significance. the 
project comes fruition, would not great deal have been accom- 
plished the direction further elimination protectionism? 

One detrimental effect common external tariff will un- 
avoidable, and that that imports into low-tariff countries, which 
West Germany belongs, from countries which are not members 
will become dearer. The resultant inconvenience would not 
make itself felt until the beginning the year 1962, provided the 
terms regularly stipulated the Treaty remain effect. But are 
not now facing chance way recompense for the accelera- 
tion obtain the consent all parties concerned reduction 
external tariffs which would allow get rid some the 
weight the prospective 

Who can tell whether eighteen months, when the Treaty 
obliges take steps towards introducing the external tariffs, all 
the partners will display the same readiness present 
cut the external tariff? Without doubt, changes customs rates are 
easier bear under boom conditions, such now generally prevail 
Europe, than the face less propitious business situation. 


may assume that the [European Free Trade 
Association] countries would prepared make corresponding 
propositions. true that under are obliged, except 
where customs union free trade area permits different ar- 
rangement, allow the reduction the external tariff benefit all 
third-party countries belonging T., meaning that this 
applies even the event their failing offer corresponding 
equivalent facilities. But can this sufficient reason condemn the 
reduction external tariffs the extent that they are not compen- 
sated counterpart performances within the scope the T.? 
Did not the customs reductions undertaken West Germany 1957 
for reasons connected with the business trend prove entirely successful, 
even though they were unilateral measures? 


view all this the question arises whether would not 
well advised accept the proposal for acceleration such basis 
for discussion and negotiation, and devote all our efforts re- 
moving, constructive criticism, such weaknesses and obscurities 
still beset by. Improvements could considered regards the 
following points. 


(1) Would not desirable for everything possible done 
order render durable the prospective provisional reduction the 
external tariff? 


(2) Ought one not make clear that the long run 20% 


cut the external tariff cannot suffice avoid economically well 
politically dangerous reorientation tendencies the trade flows 
Europe? Moreover, would not merit consideration whether special 
arrangements might designed cases where the adjustment 
the national tariffs the future common external tariff would entail 


particularly important and not readily absorbable customs countries 
with low customs rates? 


reduction customs duties. What necessary further agreement 
arrangements relating the coordination policy regards the 
business cycle, progress the creation basically uniform com- 


petition law, closer alignment the principles budget policy and 
tax legislation. 


(4) Whatever difficulties may crop endeavors arrive 
tries alike, we, Europeans, ought our best reach agree- 
ment which. will convince our partners across the Ocean the fact 
that intensification economic cooperation particular among 


all West European countries definitely the interest the Atlantic 
Community. 


the light this concept that would desirable for 
the proposed acceleration discussed round-table conference 


Intergovernmental Committee composed high-ranking repre- 
sentatives from either side. 


partners would well realize that they stand need 
greater measure political cooperation than exists today 
provided for under the terms the Treaty Rome. This insight, 
and readiness act accordance with it, required order 
make sure that the accelerated formation the Common Market 
leads something beneficial and durable. 


NEW FORCES THE UNITED NATIONS William Clark* 


International Affairs, Vol. 36, No. July 1960, pp. 322-329. 


What struck first all was the great influence that its situation 
New York City has had the United Nations. One the good 
effects has been make the United States, some ways least, the 
most loyal all the members the Another effect that 
the United Nations reflects many American ideas such spirit 
egalitarianism, and strong anti-colonialistic flavour. 


*Mr. Clark covered the 1959 General Assembly the U.N. for The 
Observer, London. 


) 


Lastly, the whole diplomacy the diplomacy with 
American accent; open diplomacy, despite the fact that there 
some private and indeed secret manoeuvring. 

Some the things that tend dislike about American foreign 
policy, such its attitude towards the recognition China, are based 
the fact that Americans are really frightened about the possibility 
the United Nations getting out control. The reason their fear 
that with two Communist vetoes, and with another Communist vote 
the Security Council, there would real danger that the Security 
Council would over the other side. 

What are the actual forces that operate within the United Nations? 
First, there has been enormous change the relationship between 
the Security Council and the Assembly. one looks back, one finds 
that the early days the United Nations the meetings the 
Security Council were the centre the drama. But 1959 the 
Security Council met for only four days, though the Assembly 
met for its full three months. 

There has been change from great Power domination small 
Power pressure groups. important realize that the Assembly 
that matters rather than the Security Council. 

One striking feature the present United Nations the extent 
which the Assembly has become like the House Representatives 
rather than the Senate the United States Congress. 


Reported straight and unvarnished, the whole proceeding 
bargaining for Assembly posts would sound ludicrous and unpleasant. 
would smell corruption, and would shock the puritan conscience 
this country. But just about good any way carry out 
international relations. 


The atmosphere the United Nations one which gen- 
erally assumed that there great danger war, and where the 
“rights” new nations automatically prevail over the legal rights 
established Powers. 


The Assembly, like the House Commons, not the place where 
decisions are really taken the Cabinet but the place 
where one can find out great deal from these 
speeches about what concerning peoples, nations, and governments. 


Judging from the speeches this last General Assembly, 
what were the things that really concerned the people the world? 
First, disarmament; second, aid under-developed countries; and 
third, political emancipation for those who are not politically self- 
governing. What significant that the agenda for the Assembly 
was fact decided the small Powers and not the great. 

Why countries are much concerned about disarmament not 
primarily because they are afraid that arms are going start war, 
but for two other reasons: first, the fear nuclear tests 
effect human health; second, the belief that armaments are waste- 


ful way expending the energies that into capital goods which 
should used for aid under-developed countries. 

come down what really, opinion, was the theme 
this year’s Session, namely, aid under-developed countries im- 
prove their standards living. The question not whether the richer 
nations have obligation aid the poorer nations, how much 
they are going help. 

There has been decisive shift, not yet fully comprehended the 
United States and certainly not the rest the world, away from 
the cold war concept bilateral aid and towards different concept 
which going involve multilateral aid. 


channel great deal through the United Nations. 


One occurrence the area under-developed countries struck 
very much: the case Guinea. The prepared act 
kind trustee for small nations. After Guinea appealed the United 
Nations, officials were sent there form fiscal administration. Let 
add that United Nations administration had not been sent, 
there might very well have been Russian one. 


Britain, through the Commonwealth, extremely good posi- 
tion give some sort lead these poorer countries that are looking 
for leadership, but nearly all the good that exists through the Common- 
wealth cancelled our determination pursue line, particularly 
the multiracial parts Africa, which seems relic 
the old colonialism. 


THE CASE FOR OPTIMISM* Edwin Dale, 


The Yale Review, Vol. 49, No. Summer 1960, pp. 481-487. 


One the traditional qualities American life and one that 
optimist, and hope for the reason that clearer and more 
realistic view the facts. 


marvelous example the alarmist genre was the leading 
article the Spring issue The Yale Review friend Townsend 
Hoopes. Mr. Hoopes deeply worried about the trend events 
the contest with the Sino-Soviet bloc. touches both economic 
and military matters, with dash “national purpose” for taste. The 
among our intellectuals were almost audible. 


aim here is, unabashedly, argue that God after all His 
heaven much ever and that all’s right with the 


*Copyright, Yale University Press. 
Bureau, New York Times. 


world. Now obviously not right with the world. purpose 
not argue that there can trouble. 

merely suggest that things are really not nearly bad they 
are commonly painted. may worth taking look recent 

The Government India has undergone perceptible shift 
its neutralism, shift toward the West. 

The one Communist state India, Kerala, has ceased 
Communist. 

Iraq has moved progressively away from Communist influence. 

Egypt, the supposedly classic case the possibilities the 
Soviet economic offensive, has outlawed her Communists. 

The French and Italian Communist Parties are new post- 
war lows. 

Despite the unwillingness those who are not blind see, 
the effort the industrial non-Communist world supply capital 
the underdeveloped countries has expanded astonishingly only 
three years. The flow public capital the poorer part the world 
immensely greater than any other time history. 

What accounts for the failure the Communists make much 
headway anywhere the world? Two factors are relevant almost 
everywhere. 

One that now there has not been any military disparity. 
There has not been any serious sign “bandwagon” sentiment 
among neutrals others fall with obviously and inevitably 
superior Communist side. Why? The fact is, both governments and 
peoples have the sense realize that the Americans now have, and 
will continue have, awesome amount power. 

Many the pessimists are saying that the Russians are more likely 
try win the world non-military means. And that gets the 
second factor. shall state the conclusion first. The power the 
“Soviet economic offensive” achieve Soviet political purposes has 
been grossly, absurdly overrated. 

President Nasser and Prime Minister Nehru are not amused 
our attitude, they must insulted. For keep saying that they 
make trade aid deal with the Russians, they are the road the 
loss their independence. Their whole d’étre and that 
their peoples independence. Can you imagine Nasser becoming 
subservient somebody doing somebody’s political will over 
cotton? 

The more sophisticated our officials are longer terrified 
every time Soviet aid trade deal announced. Brazil can get 
rid some her huge coffee surplus the Eastern bloc, much the 
better for everybody. deal does not make satellite ally, 
Americans surely should realize now. 

alarm over the economic offensive the sense trade and aid 


perhaps waning, that over Soviet economic growth continues un- 
abated. 


The Soviets may may not continue grow somewhat 
faster rate than our 3.5-4 percent per year. But the prospects their 
“catching up” total output goods and services 1970 
1980 1990 are dim indeed. the United States averages 
percent during the present decade, and the Soviets maintain their 
recent pace perhaps percent, shall further ahead 
total output, measured absolute terms, the end the decade than 
the beginning, though our percentage margin will less. 


The Soviet growth rate really quite irrelevant. Both and 
they have the resources provide all the defense and foreign aid 


deem necessary, and that where the relevance growth the Cold 
War very nearly ends. 


The Soviets have hardly made inch ten years the un- 
committed world, and have made several. Perhaps could make 


few more would only relax, stop mourning, and keep doing 
what have been doing. 


AMERICA’S IRRELEVANT Arnold Beichman* 


Columbia University Forum, Vol. No. Spring 1960, pp. 6-12. 


Nothing more obvious each day than that American news- 
papers, with few honorable exceptions, are either incapable, un- 
willing, both, tell their readers what they need know about 
what happening the world. The story our newspapers are not 
covering subsumed under the heading International Affairs. 

have said, there are few exceptional newspapers. The New 
York Times and the Christian Science Monitor come first mind. 


“conspiracy” that keeps foreign news out our papers. 
But the fact that there are perhaps only half-dozen American 
newspapers which have their own permanent overseas news bureaus. 
Some the large, competent newspapers with foreign news services 
sell their newsfile all comers; therefore, where local newspaper 
fails give readers this coverage, something other than inability 
supply its own foreign correspondence involved. 


is, most foreign news these local dailies comes from the 
Associated Press and United Press International. not comfortable 
thing say, but what not generally realized that many corre- 
spondents for these large news agencies not only lack knowledge the 
language and culture the countries they are covering, but even more 


unhappily, seem deficient political understanding they are 
intellectual curiosity. 


permission the publisher, Columbia University. Copyright 1960. 
*Special correspondent for the Christian Science Monitor. 


The American correspondent and must interpose here that 
many correspondents for the news agencies are locally-hired nationals 
and not American all frequently youngster with little training 
for his crucial job. underpaid, not well-educated, not well-read, 
and his superiors, instead supervising him, must concern themselves 
far more with the costs and business newspapers. 


Back 1950 and before, the news from Moscow that Americans 
read came from four correspondents three whom had wives who 
were Russian citizens. say with all compassion and criticism 
these men that they did the best jobs they could under vile circum- 
stances. Our news about Russia for several crucial years came, then, 
from correspondents who knew that one misstep could mean expulsion 
from the U.S.S.R. and separation from their families forever, 
far anyone could foretell. 

Moscow news any truer today? The Associated Press itself 
reported that movement foreign newsmen and their access 
information are severely restricted. Their copy has submitted 
advance the censor.” 

And yet despite this, American newspapers the best them 
print news from the Soviet Union without informing their readers 
that comes from country with ironclad censorship. 


Foreign news normally treated filler surround department- 
store advertising. Who then fault? the publisher; the 
one who decides policy. 

publishers want foreign news their own correspondents, they 
can have economically. All their moaning about costly cable and 
telephone tolls nonsense: with the arrival the jet and invention 
known air-express, feat send fresh copy overnight from 
Europe. 

great extent, the problem the American press its extra- 
ordinary immunity from responsible, non-professional criticism. The 
American intellectual particularly fault here. 


The unchallenged sacerdotalism the American publisher 
much responsible for the disappearance foreign news our press 
for the newspaper’s stagnation and monotony. more than 
per cent American cities where dailies are published, there 
competition and one will say that the lone surviving paper city 
has perceptibly improved now that blessed with all the local and 
national advertising. 

American newspapers, like the mastodon and the sabre-toothed 
tiger, are the way out, and when they go, the apocalyptic chant 
Tom Lehrer, “We will all together.” 


Editor’s Note: Regarding the growing lack competition among 
newspapers, many people are viewing with increased concern the opera- 


ARBITRATION AND ECONOMIC DEVELOPMENT AGREEMENTS* 


tions Samuel Newhouse New York. The editorial excerpt below 
occurred the Oregon Labor Press. 


“The Newhouse chain newspapers now the 
second largest the nation bigger than Hearst and almost ready 
overtake Scripps-Howard. Counting his Springfield purchases, 
the Newhouse chain now totals newspapers plus the per cent 
(and maybe more) the Denver Post bought last week. Plus 
imposing string and radio stations and magazines.” 


Maurice 
The Business Lawyer, Vol. 15, No. July 1960, pp. 860-872. 


Assistance the under-developed countries undoubtedly one 
the most important and most urgent problems today. This work will 


have count capital, experience and technical wisdom furnished 
private enterprise. 


But the conditions determining the relationship between the under- 
developed countries and foreign enterprise capable contributing 
their development have changed considerably recent times. 


When signing “economic development agreements” with foreign 
corporations, the under-developed countries sometimes feel certain 
anxiety. They are afraid open the door foreign influence and 
expose their political freedom and economic future serious danger. 
This feeling has become acute today and constitutes undoubtedly one 
the principal obstacles the participation foreign capital needed 
develop these countries. 


only insofar both parties find adequate guarantees their 
association that will lead happy- results. These guarantees must 
primarily contained the concession agreement itself. 


essential that this agreement which will the law the 
parties should drawn with maximum precision and care. The 
least lacuna lack precision the basic contract may become 
source conflict difficult solve because its political resonance. 


The contracting parties are, certain sense, different quality 
since one State and the other private corporation; but their 
association places them the same footing. association be- 
tween equals, which the equality the parties the rule. 

But sometimes the principle equality threatened certain 


claims the contracting State puts forward virtue its sovereign 
power. 


*By permission The Business Lawyer. 


the Swiss Bar. Honorary Professor Universities Brussels 
and Geneva. 


claimed occasionally that the sovereignty the contracting 
State gives privileged position, and, therefore, not held 
vigorously the other contracting party its contractual engage- 
ments. Such claim inapplicable the case the contracts 
studying. For indispensable that agreements this type guarantee 
both parties not only real equality treatment but also 
certainty perfect possible the legal regime their collabora- 
tion and the protection affords. 

Even supposing good faith always exists both sides during the 
application the economic agreement, there may occur differences 
opinion and weaknesses. 


International law provides one source guarantees, but according 
some authorities, economic development agreements constitute only 
international” contracts. 


universally accepted that foreigner (individual corpora- 
tion) the victim illicit act omission, the State which 
belongs may protect him and demand redress according 
the procedures which international law places its disposal. Yet 
would mistake attach too much importance this. The 
procedure diplomatic protection sometimes has rather narrow limits 
and, moreover, certain political drawbacks which should not under- 
estimated. 


what ways should the guarantees the development agreement 
organized? the institution arbitration which seems the 
key the system. 

The competence attributed special arbitration tribunal and 
not the internal tribunal this that country judge the 
differences which may arise the interpretation and execution 
the agreement, throws into relief the special position the legal 
relationship resulting from the agreement. 


The presence, the basic contract, arbitration clause 
covering all the eventual disagreements appears therefore vital 
element the system. 


There exist traits that are common all internal legal systems: 
certain notions, certain principles are found everywhere, which proves 
that they not belong exclusively the domain internal law, but 
dominate speak the whole legal edifice. Hence, one perfectly 
justified mentioning them among the norms applicable economic 
development agreements. Those who arbitrate the interpretation 
application economic development agreements therefore find 
these principles source which will complete the formal indications 
the concession agreement. 


The seat the arbitration tribunal will necessarily fixed 
country other than those the interested parties. Although not 
arbitration between States, State nevertheless one the parties, 
and order apply the local legislation would necessary 


subject this State the sovereignty another, which would con- 
trary the immunity enjoys. The system therefore could not 
applied one the litigants, and consequently not the other either, 
virtue the principle their equality. 


The diversity national law systems proposes frequent obstacles 
the regular functioning arbitration and renders difficult the 
harmonious development this institution. 


more uniform system sought and the question occupies the 
attention many international organizations well the United 
Nations, which studying the problem both the regional and world 
planes. 

More and more the need felt the field international 


economic relations favour the development arbitration sur- 
rounding with sound guarantees. 


FOREIGN LICENSING AND INVESTMENT FOREIGN 
ECONOMIC POLICY Behrman* 


The Patent, Trademark, and Copyright Journal Research and 
Education, Vol. No. Summer 1960, pp. 150-172. 


This paper directed placing foreign licensing and its comple- 
ment, direct investment, the setting over-all foreign 
economic policy. 


primary motivation for foreign licensing and investment since 
World War has been the interference national governments 
the flow trade and payments, making local manufacture more 
desirable than exporting. Government interference directed pur- 
suing goals seen more clearly the national interest than ones 
which would gained through freer markets. 


There are two major challenges which face the United States to- 


day. One the short run challenge stemming from the growth 
Russia. 


The challenge from Russia threefold: first from Russia’s tech- 
nological and economic growth; second from the demand other 
countries for higher standard living (the industrialized countries 
the West have not adequately demonstrated the less advanced 
countries how they may rapidly raise their standards living. The 
Russian system has provided simple “solution” which appeals 
these people for rapid improvement) and third from the supposed 


solution economic problems offered Soviet-type government 
planning. 


*Professor Economics and Business Administration, University Dela- 
ware. 


= 


The other challenge long-run challenge arising from the 
recent nationalism number newly independent and less 
veloped areas the world. The feeling being held back the West 
makes some them more eager accelerate growth use the 
Soviet planning model and turn regional cooperation means 
gaining strength and independence. both counts the encourage- 
ment nationalism tends reduce the influence the United 
States least the short run. Our problem make certain that 
their newly gained freedom leads governments and economies not 
incompatible with Western ideals and values. 

The problem bringing these new and weak governments into the 
Western sphere requires that the United States show 
standing and patience than has previously; and will have enter 
into long-run arrangements which dedicate men, time, and money 
prop rickety economies. the process, the United States will have 
maintain self-control, the face charges exploitation and im- 
perialism made leaders abroad seeking means consolidating in- 
ternal power. 


The long-run challenge nationalism sense inevitable. 
cannot avoid it, nor can solve the resulting problems attempt- 
ing prevent the rise new nations. Before can react sensibly, 
however, need examine the specific characteristics the chal- 
lenge nationalism. 


There are several specific results nationalism which affect the 
broad objectives policy and the operations businesses 
abroad: 


ignore and outflank these tirades much possible. The cry against 
imperialism diverts attention from real problems fictitious ones. 
policy must directed solution real problems and toward 
wakening the new nations what the important problems are, in- 
cluding the role which private (nonimperialist) business 
the more rapid growth the economy. 


Role Private Business. One impact the charge 
that the role the businessman played down the 
developing countries. important role the business operating 
overseas, therefore, that relating the techniques management 
and production the environment abroad, and especially, show 
how the business approach high-volume, low-profit-margin 
operations service mankind and thus up-grade the prestige 
level the entrepreneur. 


for Rapid Advance. Many nations are insisting that 
they run before they can walk; many them are likely fall. Their 
failures may have “made good” the West. 

second long-run challenge which faces the United States the 
trend toward economic and political integration various regions 


the World. The official policy the Government support 
the formation such groups means accelerating growth and 
strengthening the economies the members through increased division 
labor and specialization. also the nature such groups that 
there increased discrimination against outside countries, including the 
United States. 

Because the expected results larger markets and trade dis- 
crimination companies are already responding increasing 
their investment and licensing such areas. 

The major impacts direct investment abroad arise less 
from dollar flows than from capital formation interests 
the host country and from transfers non-monetary assets such 
managerial and technical skills under outside license agreements. 
Technical and managerial knowledge which have today indicates 
that successful war against such poverty can fought. major con- 
tribution private enterprise can made the form foreign 
licensing arrangements and direct capital investments terms of: 


Sources funds used abroad. Primary reliance placed 
retained earnings abroad, reserves, and local borrowing. 
dollar contributions are kept minimum and are generally employed 
the extent that foreign law requires other sources funds are not 
available. The main impact the dollar flows from American 
companies their affiliates abroad catalyzing one. That is, 
generates savings within the company outside and mobilizes local 
savings joint enterprises. 

Ownership relations. The larger companies operating 
abroad have continued show strong preference for the wholly- 
owned situation. Both the joint-venture and licensing arrangement 
tend develop local individual initiative greater degree and 
thereby increase the importance the private sector the economy. 


investment. the growth free world economies 
accelerated the development private enterprises abroad, 
important that there number “pockets enterprise” under- 
taking various types activities each country. The less developed 
countries are not now the recipients significant amounts direct 
investment licensing save those Latin America. fine, private 
investors and licensors are not meeting the challenge arising 
from the new nations the world. 


The stated policy the Government toward direct 
private investment and licensing abroad favorable one; not only 
approves, but also promotes such activities various ways. ad- 
dition its programs investment guarantees against inconvertibility, 
expropriation, and war, the government should adopt other measures 
induce direct investment and licensing abroad. These include: 


Tax relief. Other than complete removal foreign taxes, 
the most effective tax incentives suggested have been (a) the extension 


l- 

the 


the privilege formation base company, whereby foreign 
earnings could retained the United States tax free until paid out 
the parent company, and (b) extension tax exemption certificate 
companies investing specific countries abroad for approved 
projects. 

Clarification antitrust laws they apply foreign com- 
merce. What needed more adequate examination the structure 
the world market, compared the separate national and regional 
markets, coupled with application welfare criteria the benefits 
foreign commerce. 


joint private-government assistance. third means 
accelerating private activities abroad would through government 
private participation the construction, operation, management, and 
eventual ownership projects under foreign aid funds. For example, 
when the United States Government approves foreign project for 
financing with aid funds, would stipulate that certain portion 
the project would financed private enterprise the United 
States least that the construction done private company. 
The company would then have the opportunity buy into the firm 
abroad once was proven successful. 
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